_ ®BELLSOUTH

BellSouth Telecommunications, Ine. : o Pdo ;@gy M..Hicks

333 Commerce Street : : ‘ : ) General Gouhsel
Suite 2101 : : E TR.A .
Nashville, TN 37201-3300 T MYLILE [615.214.630)

, ~ ~ September 25, 2003 R
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Hon. Deborah Taylor Tate, Chairman
Tennessee Regulatory Authority

460 James Robertson Parkway
Nashville, TN 37238

‘Re:  Tariff to Introduce BellSouth® Integrated Solutions
- Docket No. 03-00512 ~

Dear Chairman Tate:

Enclosed are the original and fourteen copies of BellSouth’'s Comments in
Support of its Tariff to Introduce BellSouth® Integrated Solutions in and Opposition to
Position of Consumer Advocate Division. Copies of the enclosed are being provided to
the Consumer Advocate Division. |

Very truly yours,

GMH:ch
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
Nashville, Tennessee

In Re: Tariff to Introduce BellSouth® Integrated Solutions

Docket No. 03-00512

COMMENTS OF BELLSOUTH TELECOMMUNICATIONS, INC.
'IN_ SUPPORT OF ITS TARIFF TO INTRODUCE
BELLSOUTH® INTEGRATED SOLUTIONS AND IN OPPOSITION
TO POSITION OF CONSUMER ADVOCATE DIVISION

INTRODUCTION AND OVERVIEW

Bei‘ISouth’sk Integfated Soli:tions Bundle has been fashioned to address specific
customer needs by combining vaiious‘products, both regulated and unregulated, that
customers can use together to éddress business needs. In that sense, the offering is
truly, as the name suggests, -an “integrated” solution for business customers.
BellSouth’s integration of these services creates ease for customers by providing a
gioup of services at a single price. This offering is a bundle of telecommunications
services, information sérViCes; and customer premises equipment (“CPE”) that is sold
together for a discounted single price, based ’on the configuration of the customer’s
choosing.

This biindled offer is the result of Tennessee’s dynamic and competitive business
market, and it represents BellSouth’s efforts to Iisien to its customers needs and to
answer with solutions that work for customers. Like BellSouth, many CLECs have also
developed offerings to answer this need. Belleuth’s offer constitutes a competitive

response by BeliSoUth to similar offers from those competing carriers that are and have

506134




been providjhg such integrated solutions in the marketplace, both in Tennessee and
throughout BellSouth’s region, for quite some time. These firms — US LEC, Xspedius,
NuVox, NewSouth, Network Telephone and XO, to name a few — have bundled voice
and data services with the necessary CPE to provide a complete integrated service
package to bUsinéss cQStr)mers. In today’s world, business customers want and
demand services such as high-speed internet connections, e-mail, web hosting, and
other information services‘ in addition to bésic local exchange service in order to meet
their businesé needs. Be*IISouth’s introduction of this bundle is designed to meet these
needs and will further 'promote competition in Tennessee’'s already competitive
marketplacé.
| In its pleading to intervene, the Consumer Advocate and Protection Division
(“CAD”) raiseS_ questions about the application of the requirement, imposed by the
Telecommunicatibns Act of 1996 (the““1996‘ Act’), that Incumbent Local Exchange
Carriers (“ILECs”) make “telecomh*runications servicés” available at wholesale rates to
competing cérriers. | On the ‘basis of this sole support, the CAD urges the Tennessee
Regulatory Authority (the “AuthOrity”) to mandate the resale of Customer Premises
- Equipment (“CPE") and rronregulated information services in BellSouth’s bundle,
despite the fact that neither aré ’telecommu'niCations services. The Authority should
decline this invitation td expand the resale Obligation and impose new regulatory
burdens that create a disincentive to developmént of new offerings (and new discounts)
to customers. | ‘

In addition to the resale argument raised by the Consumer Advocate, BellSouth

has ré’ceived a Staff data request relating to the application of termination liability




charges to the Integrated Solutions Bundle. As reflected in BellSouth’s response to that
data’ request, BelISouth will calculate and bill termination charges, triggered if customers
terminate early witheut cause,'separately,for the regulated components of the bundle
and the nonregulated components of the bundle. Consequently, any customer
choesing to ‘te‘rminate its contract early and without cause will receive a bill for
termination charges that centains two separate and distinct line items, one reflecting a
termination charge associated with the termination of regulated service and the other
reﬂecting termination chérges'associated with the termination of nornregulated services.
The termination charge for the regulated services will be calculated consistent with
BellSouth’s tariff for termination liability. Thel termination charges associated with the
termination of nonregulated services will be consistent with the terms contained in the
customers’j servise contract, as these charges are ‘not covered by BellSouth’s tariff,
which is applicable only to regulated servi'ces.

S COMPONENTS OF THE
BELLSOUTH® INTEGRATED SOLUTIONS BUNDLE

BeIISokuth"s tariff clearly defines the services and products offered in BellSouth’s

Integrated Solutions Bundle. These services are:




Product

Requlated or Nonregulated

Regulatory Classification of

- Product/Service

Voice Channels Reghlated Telecommunications

Business Line Regulated | Telecommunications

Interoffice Facilities - Regulated | Telecommunications
Dedicéted Ihternet Accéés ‘ Nonregulated Information
E-mailiBoxes ‘ Nonregulated Information
Shared Web Hosting 'No‘nregulated Information

Customer Premises Nonregulated CPE

Equipment

In addition, BeIISouth’s offering includes additional optional services, which customers

can include at an additiohal cost. They are:

Name of Service

Regulated or Nonregulated

Regulatory Classification of

Product/Service
Additional Vdice Channels Regulated Telecommunications
Addtional Data Channels Regulyated Telecommunications
Specified Calling Features ’ Reguiated Telecommunications
| Direbt inward Dialing : . Regulated Telecommunications
| Fréme Reléy’ — Regulated Telecommunications
. Dedicated Internet Access Nonregﬁlated Information




DISCUSSION OF AUTHORITY

L BELLSOUTH’S INTEGRATED SOLUTIONS BUNDLE IS CONSISTENT WITH
BELLSOUTH’S TERMINATION LIABILITY TARIFF.

As set forth in BellSouth’s tariff, BellSouth will calculate termination liability
consistently with the requirements of BellSouth’s termination liability tariff. The
BellSouth terminatidh liability tariff‘applie‘s to regulated services only. Consequently,
BellSouth will apply the términation liability limitations in that tariff to all of the regulated
components of the BellSouth Integrated SolUiions Bundle. As set forth in BellSouth’s
response to Staff data requests, BellSouth is ablé | to separately calculate, and
separately note on a cUstdmer’s bill, the application of termination charges to regulated
versus nonrégulated services, |

There can be no support fdr any argument that BellSouth must, in addition, apply
- its termination Iiability tariff to those components of the BellSouth® Integrated Solutions
Bundle that are nonregulated and GUtside the jurisdiction of the Authority. Not only does
the tariff by its Very terms not’apply to such unregulated services, but there is no
statutory support for ju‘ris‘dictionof the Authority to impose the requirements of a tariff
defining termination liability requirements upon services outside its jurisdiction.

L. THE CAD WRONGLY URGES THE AUTHORITY TO REQUIRE RESALE IN A
FASHION THAT IS NOT REQUIRED BY THE ACT.

Because the Integrated Solutions Bundle will provide customers with another
choice of integrated service offerings, BellSouth should be able to offer this bundle in
competition against other providers without being subjected to new resale obligations.

The Integrated Solutions Bundle is not subject to the resale requirements of the 1996




Act because it contains telecommumcatlons services as well as information services
and CPE that are comblned in a smgle offering to the customer. Section 251(c)(4) of
the 1996 :Act limits an ILEC’s resale obligation to “telecommunications services”
provided to retail subseribers. BellSouth currently makes available for resale all
telecomymunic‘ations services pursua‘nt to federal and state requirements, and the
telecommu‘nications services that are part of the Integrated Solutions Bundle (i.e.,
Megalink, PRI, 1FB, Frame Relay) are currently available for resale from BellSouth on
a stand-alo\ne basis. By contrast, CPE and information services — whether offered on a
stand-alone basis or as part of a ’bundle - are not available for resale. Also, as a single
integrated offermg, there is no statutory resale requirement that would obligate
BeIISouth to break up the Integrated Solutions Bundle into mdlwdual component
services in order to make them avalllable for resale.

ILECs are obligated to resell telecommunications services, nothing more.
When an ILECV offers other 'products or services, such as CPE or information
services, the ILEC has no obligation to offer these products or services for resale,
eithef on a“stand-el‘one basis or as part of a bundle. Moreover, as a matter of
regulatory policy, ’\the Authority should encourage competitors to develop innovative
offers, includiﬁg bundles or packages of regulated and nonregulated services and
products. Such‘ innovation WOul'd’ be stifled if the Authority were to impose edditional
resale obligations, thereby deynyingvTennessee customers innovative offerings that are
the fruits of competitien.

In eupport of its opposition to the ‘Ihtegrated Solutions Bundle, the CAD states

that “BellSouth has set forth no statutory'authority for exempting the subject service




from thé Act, nof has’"BelISouth offered any author'ity‘for,the position that ‘unregulated’
services are ’not'su‘bject to resale.” The bnly other claim made by the CAD is that
“BellSouih has ndt Offered ény state or federal authority for the position that bundling a
product which is‘subjéct to reéale with a product which is not subject to resale exempts
the bundled product.”

 As suppoft for ifs poSition, the CAD cites only one statute, Section 251(c)(4) of
the fedefal Act, which as discussed above, requires only that ILECs offer at “wholesale”
rates “any telecommunications services that the carrier provides at retail to
subScribers who :are,  niot féIeCO'mmunications carriers (emphaSis added). This statute
supports BelISouth’s “position, and undercuts the | CAD’s position. The temm
“telecommunications sérviCes” is defined by the Act, and as set forth in the chart above,
several components of the bundle clearly fall outside of this definition.

It is illogical to argue, as does the CAD, that a service which is not a
telecommunications vservice and which is not a\}ailable for resale when sold on a
standalone basis is ‘magicalyly transformed into a telecommunications service that must
berava‘ilyable for resale whe‘n it is included as part of a bundle Such an argument also
i‘gnores biyndi‘ng FCC pret:edent. ,

In its 2001 Bundling Report and Order in CC Docket 96-91 and 98-183, the FCC
clarified that facilities—baéed carriefs may offer bundled packages of information and
telecommuniéations ‘serinés at’ a single price, subjéct only to existing safeguards.
Thesé existing saféguard‘s include the fesale of the telecommunications services that
are included in fhe bUndle;énd the Computer Ill requifements that ILECs unbundle the

underlying transmissiqn facilities used by its enhanced services. The FCC declined,

' See paragraphs 5 and 6 of CAD’s Petition to Intervene.




however, to ‘est‘abliysh' any new safegu’ards with respect to buhdles comprised of
inf\ormation and telecommunications sen)ices, énd the FCC certainly did not require that
such é bundle be‘ m,éde available 'fo‘r resale simply because the bundle includes a
telecommunications service. On ‘th’e cbntrary, the FCC recognized the stand-alone
nature of bundled service offerings and declined to require that such bundies be broken
into discreet‘price parts. Indeed, the FCC issued safe harbor rules for reporting
telecommunicaﬁons services re‘venue‘ for bundled service offerings for universal service
'p‘urpoées to account,fcr the fac’tf that bundles have both telecommunications and
information serviceé. |

‘BellSouth’s Integrated Solutiohs Bundle proVidés business customers multiple
services that aré discounted at a single price. With this integrated bundle, business
customers in’ Tennessee have another choice in the marketplace. The customer can
weigh the benefits of purchasirig the discounted bundled offer rathér than incurring
separate transacfion costs for assembling the individual services in the bundle.? The
bundle will provide customers wi'th another choice of integrated service offerings, and
BellSouth shoulyd be able'f to offer this bundle in competition against other providers
without beihg su‘bject to new resale obligations. As explained above, Section 251(c)(4)
of the federal Act limits an ;ILEC’s resale obligations to “telecommunications services”
provided to irétail subscribers. There is no statutory resale requirement that would
obligate BellSouth to eyither make the integrated bundle available for resale or break up
its bundle into individual sep(arately discounted component services in order to make the

telecommunications services included therein available for resale.

2 See FCC's Bundling Report and Order, released March 30, 2001, in FCC Docket 01-98, CC
Docket Nos. 96-91, 98-183, 6 and 10 (March 30, 2001).
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The underlying wholesale servicee facilites used for providing BellSouth’s
enhanced services are available for purchase through BellSouth’s FCC Tariff Ne. 1,
Section 28. jThUs, a carrier seeki‘ng to replicate the Integrated Solutions Bundle can
purchase the stand-alone telecommunications services at the ’resale discount (or UNE
prices, where applicable), can obtain underlying wholesale service through BellSouth’s
FCC tariff, and can provide its own information services or obtain such services from
numerous othef providers in order to compete against BellSouth’s integrated offering.
Under the circumstances, there is no'reasoh 'that additional regulatory requirements
should be imposed upon the Integrated Solutions Bundle and doing so would only
inhibit, not promote, competition.

Auth_ority policy should promote, rather than discourage the development of
innovative bundles and packages for Tennessee customers. Adopting the CAD’s
position would not only be contrary ‘to federal law, it would discourage the development
of such bundles and packages. The FCC has already considered issues relating to the
bundling of felecommunications products with Unregulated CPE or enhanced services.

The CAD’s petition wrongly encourages the TRA to ignore FCC precedent and chart an




inconsistent course toward increased regulatioh and dampening the development of

innovative and creative offerings that benefit Tennessee customers.

| Respéctfully submitted,

BELLSOUTH TELECOMMUNICATIdNS, INC.
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By _
~Guy’M. Hicks

Joelle J. Phillips

333 Commerce Street, Suite 2101

Nashville, TN 37201-3300
615/214-6301

R. Douglas Lackey
675 W. Peachtree St., NE, Suite 4300
Atlanta, GA 30375




CERTIFICATE OF SERVICE

| hereby certify that on September 25, 2003, a copy of the foregomg document
was served on the partles of record, via the method indicated:

[ ] Hand

[ 1 Mail

[ 1 Facsimile
[]

Overnight

Electronic
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Vance Broemel, Esquire

Office of Tennessee Attorney General
P. O. Box 20207

Nashville, Tennessee 37202

vance.broemel@state.tn.us
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